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§404.1050

pay or are required by the employment
agreement.

[45 FR 20075, Mar. 27, 1980, as amended at 50
FR 1832, Jan. 14, 1985; 55 FR 7310, Mar. 1, 1990;
55 FR 17530, Apr. 25, 1990]

§404.1050 Retirement payments.

Payments made after 1983 to you (in-
cluding any amount paid by an em-
ployer for insurance or annuities) on
account of your retirement for age are
not excluded from wages unless—

(a) The payments are to or from a
trust or annuity plan of your employer
as described in §404.1052; or

(b) The payments satisfy the require-
ments described in §404.1049(c)(2).

[65 FR 7310, Mar. 1, 1990]

§404.1051 Payments on account of
sickness or accident disability, or
related medical or hospitalization
expenses.

(a) We do not include as wages any
payment that an employer makes to
you, or on your behalf, on account of
your sickness or accident disability, or
related medical or hospitalization ex-
penses, if the payment is made more
than 6 consecutive calendar months
following the last calendar month in
which you worked for that employer.
Payments made during the 6 consecu-
tive months are included as wages.

(b) The exclusion in paragraph (a) of
this section also applies to any such
payment made by a third party (such
as an insurance company). However, if
you contributed to your employer’s
sick pay plan, that portion of the third
party payments attributable to your
contribution is not wages.

(c) Payments of medical or hos-
pitalization expenses connected with
sickness or accident disability are ex-
cluded from wages beginning with the
first payment only if made under a
plan or system of your employer as ex-
plained in §404.1049(a)(1).

(d) Payments under a worker’s com-
pensation law are not wages.

[656 FR 7310, Mar. 1, 1990]
§404.1052 Payments from or to certain

tax-exempt trusts or payments
under or into certain annuity plans.

(a) We do not include as wages any
payment made—

20 CFR Ch. lll (4-1-11 Edition)

(1) Into a tax-exempt trust or annu-
ity plan by your employer on behalf of
you or your beneficiary; or

(2) From a tax-exempt trust or under
an annuity plan to, or on behalf of, you
or your beneficiary.

(b) The trust must be exempt from
tax under sections 401 and 501(a) of the
Code, and the annuity plan must be a
plan described in section 403(a) of the
Code when payment is made.

(c) The exclusion does not apply to
payments to an employee of the trust
for work done as an employee of the
trust.

[55 FR 7310, Mar. 1, 1990]

§404.1053 “Qualified benefits” under a
cafeteria plan.

We do not include as wages any quali-
fied benefits under a cafeteria plan as
described in section 125 of the Code if
such payment would not be treated as
wages without regard to such plan and
it is reasonable to believe that (if sec-
tion 125 applied for purposes of this sec-
tion) section 125 would not treat any
wages as constructively received. This
includes any qualified benefit made to
you, or on your behalf, pursuant to a
salary reduction agreement between
you and your employer. The Internal
Revenue Service decides whether any
plan is a cafeteria plan under section
125 of the Code and whether any benefit
under the plan is a qualified benefit.

[65 FR 7310, Mar. 1, 1990]

§404.1054 Payments by an employer of
employee’s tax or employee’s con-
tribution under State law.

(a) We exclude as wages any payment
by an employer (described in paragraph
(b) of this section) that is not deducted
from the employee’s salary (or for
which reimbursement is not made by
the employee) of either—

(1) The tax imposed by section 3101 of
the Code (employee’s share of Social Se-
curity tax); or

(2) Any payment required from an
employee under a State unemployment
compensation law.

(b) The payments described in para-
graph (a) of this section are not in-
cluded as wages only if they are made
by an employer on behalf of an em-
ployee employed in—
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